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INTELLIGENCE MEMORANDUM

Economic Provisions of the Agreement .
to Station Soviet Troops
in Czechoslovakia’

Summa

* The agreement under which a Soviet garrison will
be stationed "temporarily" in Czechoslovakia pro-
vides for Soviet repayment of the local currency
costs of the garrison. &Xo such provision was made
in the published texts of status-of-forces agree-
ments earlier negotiated with East Germany, Hungary,
and Poland. But the Czech-Soviet agreement probably
follows precedents laid down in Soviet dealings with
these countries. According to the agreement, Czecho-
slovakia will be credited on the foreign trade
account for goods and services provided to Soviet
forces -- including fuels, construction materials,
foodstuffs, transportation, and housing. Analysis
of trade, service, and credit transactions between
the USSR and East Germany, Hungary, and Poland sug-
gests that Soviet counter-deliveries of goods have
covered most of the cost of goods and services fur-
nished to the Soviet forces in those countries.
Czechoslovakia can apparently expect the same treat-
ment. The specific terms, which remain to be worked
out later this year, may not be entirely satisfactory
to the Czechs, but the economic burden of the Soviet
garrison on Czechoslovakia will be slight.*

* The broader economic consequences of the Soviet
occupation of Czechoslovakia are treated in other
memorandums. See ER IM 68-107, Czechoslovakia:

The Economic Meaning of Enforced Soviet Control,
August 1968, CONFIDENTIAL; and ER IM 68-114,
Short-Run Economic Effects of the Soviet Occupation
of Czechoslovakia, September 1968, SECRET.

Note: This memorandum was produced solely by CIA,
It was prepared by the Office of Economic Research
and was coordinated with the Office of Strategic
Research.
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Provisions of the Agreement

1. The status-of-forces agreement between
Czechoslovakia and the USSR ~-- signed on 16 October
1968 and ratified by both countries on 18 October
1968 -- calls for the "temporary" stationing of
Soviet troops on Czechoslovak territory "to insure
the security of the countries of the socialist
community against increasing revanchist strivings
of the West German militarist forces." The agree-
ment states (in Article III) that the USSR shall
bear the maintenance costs of Soviet troops stationed
in Czechoslovakia. Moreover, it states in general
terms (in Articles III and VI through VIII) what
sort of goods and services Czechoslovakia is to
provide for the Soviet garrison and how the USSR is
to pay for them.

2. These provisions offer fhe first explicit
statement of how local currency: costs of Soviet
garrisons in Eastern Europe are handled. Balance-
of-payments analysis has indicated that the USSR
pays these costs in East Germany, Hungary, and Poland.
But the only solid piece of direct evidence has been
an announcement by East Germany that beginning in
1959 the USSR would pay the local currency costs of
the Soviet garrison in that country. There has been
almost no information on how Soviet payments are
handled.

3. As could be expected, Czechoslovakla is to
provide the Soviet garrison with foodstuffs, fuels,
and other manufactures; with services, including
barracks accommodations, housing, the use of military
facilities, and transport and communications services;
and with merchandise for the Soviet post exchanges --
"voyentorg" shops. The same range of goods and ser-
vices is known to have been provided to Soviet forces
in East Germany. The USSR will pay for these goods
through supplementary export deliveries. Procedures
for determining how much the USSR will pay, which are
laid down in general terms in the agreement, vary
according to the kind of commodity involved.

4. Deliveries to the Soviet command of food-
stuffs and other goods -- which doubtless will in-
clude coal, petroleum products, cement, and metal
products, as in East Germany -- are to be cleared
through the reqgular foreign trade organizations of
the two countries. Czechoslovakia will be credited
at prices prevailing in normal trade with the USSR.
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5. Accounts for services are to be kept in terms
of local currency, and then -- on some unspecified
basis -- credited on the foreign trade accounts.
Specific terms will soon be negotiated. For some
of the services (notably electric power and freight
transport), agreed foreign trade prices already
exist. But the rent of barracks, housing, and mili-
tary facilities will have to be credited on some
other basis for which there is doubtless a precedent.

6. Czech trade organizations will deliver mer-
chandise for the Soviet post exchanges at wholesale
prices (retail prices less retail trade markups).
The amounts in Czech crowns will be converted to
rubles and credited on the foreign trade account at
a rate representing a weighted average between the
delivery prices for a selection of such articles and
prices in trade with the USSR (or other Soviet-
Eastern European trade). . '

‘

Probable Value of Goods anh Services to be Provided

7. On the basis of dnalogy with East Germany,
Hungary, and Poland, the goods and services provided
to the Soviet garrison in Czechoslovakia would amount
to between 400 and 500 rubles per man per year, valued
at Soviet-Eastern European foreign trade prices -- or
roughly $500 (1 foreign trade ruble equals $1.11).
Given the present estimate of the size of the
garrison -- about 40,000 men -- the total amount
would thus be about $20 million a year.

8. The estimates for the other three countries
where Soviet troops are stationed are based on
analysis of their balance-of-payments accounts with
the USSR over a period.of years -- from the conclu-
sion of the status-of-forces agreements through
1966 (in the case of East Germany, through 1965).*
Analysis of commodity trade, service transactions
(chiefly transportation), and credit agreements forx
that period shows unexplained debits on current
account, which imply that some credit entry is not
shown. Estimates of the Soviet balance of payments
with the other Eastern European countries -- and of
their own balances with one another -- show no
significant cumulative imbglances.

* See RR IM 67-50, Financing of Soviet Troops in
Eastern Europe, August 1967, SECRET.




9. The imbalances on current account over the
period are in proportion to the size of the Soviet
garrisons in the three countries. 'In East Germany,
where the number of Soviet troops was placed at
about 300,000, the annual deficit averaged about
$137 million for the period 1959-65; Hungary, with
55,000 Soviet troops on its territory, ran an average
annual deficit of about $30 million for the period
1957-66; and Poland, with about 30,000 Soviet troops,
ran an average annual deficit of about $24 million
for the period 1957-66.

10. The Polish, Hungarian, and East German def-
icits are also of the right magnitude to represent
local currency expenditures for the maintenance --
largely living expenditures -- of the Soviet troops.
The current living expenses of Soviet troops sta-
tioned in Eastern Europe are probably comparable to
those of relatively low-income E&stern Europeans.
Polish and Hungarian budget surveys show that per
capita expenditures in the lowest family income
groups are equivalent to about:$300 to $400 a year.
With per capita expenses of this amount, the annual.
cost of maintaining Soviet forces in East Germany
would amount to between $90 million and $120 million;
in Hungary, between $16 million and $22 million; and
in Poland, between $9 million and $12 million. These
costs are comparable to the calculated average annual
deficits of $137 million, $30 million, and $24 mil-
lion, respectively.

Economic Burden on Czechoslovakia

1l. If the analogy with the other Eastern Euro-
pean countries is valid, the economic burden of
supplying the Soviet garrison in Czechoslovakia
should be very small. Payment for some of the ser-
vices provided -- the rental of barracks, housing,
and military facilities -- may well be inadequate,
however, because rents are subsidized. If Czecho-
slovakia has to undertake new construction --
whether directly for the Soviet forces or indirectly
to replace facilities turned over to them -- other
construction programs might have to give a little.
In this connection the Czechoslovak army command has
already asked for 2,600 new apartments by 1971 for
professional soldiers who have lost their quarters
to the new Soviet garrison. These will have to be
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built at the expense of civilian housing. Othex-
wise, the economy can easily adjust to providing

the goods and services needed by the Soviet garrison,
and the Soviet counter-deliveries probably will
represent a fair repayment for them.
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